Not fun for young and old alike: how the youngest and oldest consumers have fared in recession and recovery Recessions are disruptive by nature. While affecting all consumers, the oldest and youngest consumers are particularly vulnerable. For example, older consumers may have limited assets to start, and little opportunity to recover, from market volatility. Younger consumers also tend to have limited assets and increased difficulty finding a job during economic downturns. This study examines how the youngest (under 25) and oldest (75 and older) consumers fared during the onset of, and recovery from, the recession of 2007-09. Using data produced by various U.S. Bureau of Labor Statistics programs, such as on unemployment, prices, and consumer expenditures, these groups are compared with each other, to see who fared worse, and with those in the middle (ages 25 to 74), to see whether those older or younger experienced more or less severe consequences than the bulk of the U.S. population.
Income
The CE program collects income from several different sources (e.g., wages and salaries, self-employment, interest and dividends), aggregates them to a category called "total income before taxes," and publishes tables showing the average annual income (total and subcategories) for all consumer units within the group of interest (e.g., by age of reference person). Arguably, some of the subcategories of income are important to analyze separately, as they are generally expected to be more important to total income for some age groups than others.
For example, wages and salaries are expected to account for a larger share of total income for the youngest group than for those in the oldest group, while the opposite is expected of retirement income (e.g., pensions) and investment income (the aforementioned interest and dividends, along with items like rental property income).
However, for this article, only total income before taxes ("income" henceforth) is considered. [33] U.S. BUREAU OF LABOR STATISTICS 6 
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It is important to recognize that rising prices make goods and services less affordable, and therefore a dollar in income goes further on day 1 than it does on day 2 when prices increase. Furthermore, even if incomes also rise, if the percent increase in incomes is less than that of prices, then consumers are still less well off on day 2 than on day 1. [34] To adjust for this, the analysis that follows is based on real income. To calculate real income, one uses the CPI to convert the income reported in a particular year (called nominal income) to the amount needed to purchase the same basket of goods in the subject year, 2015 for the analyses following in this article. [35] Once real-dollar adjustments are made, real incomes are interpreted in the same way as nominal incomes generally are. That is, an increase or decrease in real income from one year to the next indicates an increase or decrease in relative economic well-being. So in 2005, when real income for members of the youngest group averaged $33,367, they were better off than they were in 2004, when real income was $28,658. However, in 2009, when their average real income fell to $28,387, they could no longer afford the same basket of goods that they had been able to purchase in 2004. This underscores the importance of comparing real incomes over time, as nominal incomes for those under 25 were higher in 2009 ($25,695) than in 2004 ($22,840) . [36] With this background, the first finding of note is that, despite differences in its composition, the youngest and oldest groups had very similar real incomes throughout the study period. (See figure 3.) That is, real incomes ranged from $28,387 to $37,824 for the youngest group, and from $33,870 to $37,150 for the oldest group. Notably, the oldest group had a more stable income range. The youngest group generally had lower incomes. The lone exception occurred in 2012, when income for the youngest group was $2,876 higher than that of the oldest group.
However, this appears to be the result of a one-time anomaly for the youngest group that resulted from sharp upticks (followed in 2013 by similar downticks) in three income categories: wages and salaries; interest, dividends, rent income, and property income; and Social Security, private, and government retirement. [37] In all other years, the oldest group earned $550 to $6,509 more than the youngest. Regardless of year, both groups received substantially less income than the middle group, whose income ranged from $71,206 to $79,009 throughout the study period. U.S. BUREAU OF LABOR STATISTICS 7 MONTHLY LABOR REVIEW As noted, an interesting difference between the youngest and oldest groups is the relative stability of income for the older group. That is, real income for the youngest group rose by about 25 percent, from $28,658 in 2004 to $35,943 in 2007. This gain was eliminated only 2 years later, as real income fell to $28,387 in 2009. Income for the youngest group recovered some by 2015, rising to $31,606, but was still 12 percent lower than it was at its peak in 2007. In contrast, for the oldest group, the gap between the lowest and highest real annual income was less than 10 percent. The gap for the middle group was about 11 percent.
Home and vehicle ownership
The bursting of the housing bubble affected the youngest consumers more than the oldest. The homeownership (with or without a mortgage) rate for the youngest group rose from 15 percent in 2004 to 20 percent in 2006. By 2009, the final year of the recession, it had fallen to 14 percent. The rate remained at 14 or 15 percent in each of the following years, with one notable exception-a dip to 11 percent in 2014. (See figure 4.) When those who own without a mortgage are excluded from the analysis, the difference is even more pronounced: after rising from 9 percent in 2004 to 13 percent in 2006, it fell to half that rate-7 percent-by 2013, and remained there through However, when the rate for this group did drop (78 percent to 76 percent), it did so by a smaller amount than that for the youngest group (2 percentage points versus 6 percentage points). The rate for the oldest group rebounded from 76 percent in 2008 to 80 percent by 2010, stayed between 79 and 80 percent through 2014, then fell to 77 percent in 2015.
Not surprisingly, most homeowners in the oldest group owned without a mortgage. For example, in 2004, when 78 percent of the oldest group consisted of homeowners, 68 percent of the oldest group owned without a mortgage, amounting to 87 percent of homeowners in this group (i.e., 68/78 = 87 percent). As a result, the pattern for the total homeownership rate in this group is driven by the pattern for owners without mortgages. More interesting is that the portion of this group that owns with a mortgage increased over time-from about 1 in 8 (13 percent) in 2004 to more than 1 in 6 (18 percent) in 2014. In 2015, the rate dipped slightly, to more than 1 in 7, or 16 percent. After the housing bubble burst, those in the youngest group were less likely to own a home at all, while those in the oldest group were more likely to hold their mortgages longer. Accordingly, more people in the oldest group were still paying off this debt well past the traditional retirement age. Interestingly, homeownership rates for the middle group exhibited a different pattern. Rather than rising through 2006 and falling thereafter, the rates for the middle group fell continually, from a peak of nearly three-quarters (72 percent) in 2004 to less than two-thirds (64 percent) in 2015. While the rate for those who owned without a mortgage varied slightly (22 to 24 percent) over the study period, the change for those who had mortgages was Vehicle ownership rates remained steady for the middle and oldest groups, while the youngest group experienced the most change. (See figure 5.) For the middle group, the rate of vehicle ownership remained between 90 and 91 percent for every year studied except 2015, when it fell to 89 percent. For the oldest group, the rate was most volatile from 2004 to 2007, ranging from 76 to 79 percent. Thereafter, it remained between 79 and 80 percent every year except 2013 (78 percent) and 2014 (81 percent). However, for the youngest group, the rate averaged 72 percent from 2004 through 2006, then steadily declined, ending the study period with an average of 65 percent over the final 3 years. One possible explanation for the decrease in vehicle ownership for the youngest group is increased student loan debt. Many vehicle buyers fund their purchases using loans, for which they may be less likely to apply, or even qualify, if they have large student loan obligations. Because CE did not start collecting student debt as a separate liability until 2013,[38] the impact of student loans over the course of the study period cannot be adequately addressed with the data used for this article.
Expenditures
As with income, it is useful to adjust expenditures for price changes before conducting analyses. In the section that follows, each expenditure category is converted from a nominal expenditure to a real expenditure in 2015 dollars, using the CPI for all goods and services. This conversion does not control for quantity purchased within the allocation of expenditures. To understand why, consider expenditures for a specific good, such as apples. The nominal expenditure is the current price of apples multiplied by the amount purchased. Therefore, if real U.S. BUREAU OF LABOR STATISTICS 10 MONTHLY LABOR REVIEW expenditures on apples are computed using a CPI derived only from apple prices, then if those real expenditures on apples rise or fall, the change must be due to an increase or decrease in the quantity purchased, as the apple price index adjusts for apple price change.
[39] However, the CPI includes more expenditures than apples alone. Therefore, using the CPI to compute real expenditures does not directly adjust for quantity, but it does adjust the expenditure in relative terms. For example, if apple expenditures for a particular consumer rise from $2.00 to $4.00 in real (CPI adjusted) dollars, and real income is unchanged, that consumer has less to spend on other goods and services, regardless of whether the increase in expenditure is due solely to quantity change, to price change, or to some combination. In any case, after converting all expenditure categories to real 2015 dollars, the findings are described below, first for total expenditures and then for selected expenditure categories. For the youngest group, the pattern was similar to that of the middle group, but less pronounced. First, the youngest group spent less, on average, than the middle group. This is consistent with the fact that average real income for the youngest group was less than half that of the middle group in each year examined. As was true of the middle group, real total expenditures for the youngest group peaked before income did. However, while both Comparing the oldest and youngest groups directly reveals that the recession hit the youngest group harder than the oldest group. From 2004 through 2007, total expenditures for both the youngest and oldest groups were similar. However, in 2008, expenditures for the youngest group fell, then remained lower than those of the oldest group through the end of the study period. (See figure 6.) U.S. BUREAU OF LABOR STATISTICS 11 
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Shelter and utilities
Shelter and utilities is a basic expenditure that includes expenses for owned dwellings, rented dwellings, and utilities. For this article, the other lodging component captured in the CE publication definition of shelter is excluded because that definition includes items such as owned vacation homes, housing while attending school, and lodging on out-of-town trips, none of which are generally considered basic shelter. In addition, utilities are combined with shelter because they are an important part of basic housing services (e.g., water and heat are two necessities provided by basic housing) and are recurring expenditures. Also, because utilities are included with rent for some renters, combining utilities with shelter ensures consistency when comparing renters across groups and over time.
Shelter and utilities real expenditures follow a pattern similar to that of total real expenditures. (See figure 7.) This is not surprising, partly because the growth and "bursting" of the housing bubble and the recession were so closely associated, and partly because shelter and utilities compose a substantial share (14.0 to 28.5 percent) of total expenditures for the three groups in each year of the study period. Most notably, for the middle group, these expenditures were at their lowest point in 2004, the first year of the study period. They reached their peak in 2006, then declined, nearly returning to the 2004 level in 2012. After 2012, expenditures rose slightly each year, but had only increased by 3.7 percent by 2015. 12 
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Shelter and utilities expenditures were similar for the oldest and youngest consumers, both in levels and patterns.
From 2004 to 2008, expenditures rose for both groups. After 2008, these expenditures declined through 2010 for the youngest group and through 2011 for the oldest group. However, for both groups, the percent increase from their lowest values to their 2015 values was greater than that of the middle group: almost 10 percent greater for the youngest group and nearly 16 percent greater for the oldest group. A look at the final 4 years of the study period shows that these expenditures for the youngest group barely changed (0.1 percent increase), while the oldest group still experienced a much larger increase (13.3 percent) than the middle group (3.7 percent).
Apparel and services
Real expenditures on apparel and services were highest for the middle group, while they were lowest for the oldest group. (See figure 8.) This is not surprising for two reasons. First, the middle group had the largest family size in each year of the study period, while the oldest group had the smallest family size.
[40] Second, members of the oldest group have aged well into the traditional retirement years and are therefore less likely to need work apparel.
Additionally, many in the oldest group face other constraints (e.g., lack of mobility), which could also limit their ability to shop for and purchase new apparel. 
Food at home
Food at home is the last of the basic categories examined in this article. Although listed as nearly the first category on the published tables (after total expenditures and total food), this is discussed last among basic categories for a more direct juxtaposition with the first of the luxury expenditures, food away from home.
Real expenditures for food at home are generally countercyclical for most groups. That is, these expenditures fall when the economy is growing and rise when it is not. Intriguingly, this countercyclical pattern was most evident for the oldest group; their food at home expenditures fell sharply by 11.7 percent from 2004 to 2006, before increasing dramatically, by 19.4 percent through 2009. From 2010 on, food at home expenditures for the oldest group were substantially lower-6.2 percent to 11.0 percent-than their peak in 2009, except in 2011, when they were little changed (down 0.3 percent). 
Food away from home
Food away from home is the first of the luxury categories to be examined in this article. Food away from home is considered a luxury because it is relatively easy to substitute this item with food at home. For example, a person who usually eats lunch at a restaurant with coworkers could, instead, bring lunch prepared at home. The same person may also make substitutions within the food at home budget by purchasing less expensive foods. But for the purposes of this article, the aggregate level of food expenditure is more important than substitution within a category. That is, it appears that even if consumers are choosing less expensive food at home items during economic downturns, they are purchasing more food at home generally (and thus have higher expenditures for this category) and purchasing less food away from home. As a result, in contrast to food at home, the pattern for food away from home is procyclical. That is, expenditures rise when the economy is growing and fall when it is shrinking.
Real expenditures for food away from home peaked for the middle group in 2005 and 2006, then fell steadily through 2010, before stabilizing in 2011. These expenditures experienced a slight dip in 2013, and then rose again in 2014. While less pronounced, the pattern was similar for the youngest group. Notably, the oldest group alone U.S. BUREAU OF LABOR STATISTICS 15 MONTHLY LABOR REVIEW had substantially higher expenditures in 2015 ($1,704) than they had in 2004 ($1,428). This was also the only group whose food away from home expenditures were mostly stable throughout the study period. So it is not clear The pattern for the oldest group is most interesting. In 2004, their entertainment expenditures were lower than those of the youngest group. But they rose steadily and, in 2009, surpassed those of the youngest group for the first time. Their expenditures remained higher than those of the youngest group through the remainder of the study period. The oldest group alone had higher entertainment expenditures in 2015 than they had in the prerecession period. The increase for the oldest group was substantial: it averaged $1,262 in the prerecession period), then rose to $1,728 in 2015, an increase of 37 percent.
Cash contributions
While cash contributions include both discretionary items (e.g., contributions to charities and other organizations) and nondiscretionary items (e.g., alimony and child support), prepublication results for 2015 suggest the vast majority of the spending in this category is elective.
[43] The same is presumably true of the earlier years in the study period. For this reason, contributions are classified as a luxury, rather than basic, expenditure.
In general, all groups follow similar patterns for cash contribution spending. 
Expenditure shares
Another way to analyze the effects of a recession is to examine changes in total expenditure shares. A total expenditure share is the ratio of expenditures for a particular item or category to the sum of expenditures on all items. For example, in 2015, those in the youngest group spent, on average, $4,890 of their $32,797 total expenditures on food (both at home and away from home).
[44] Therefore, the group's expenditure share for food was 14.9 percent, or $4,890/$32,797.
Total expenditure shares for food are often used as a measure of consumer well-being, a practice dating back to an 1857 finding called Engel's law. Ernst Engel, while head of the Prussian Statistical Bureau, found that as income increases, the share of income allocated to food decreases, even if food expenditures increase in actual levels. This relationship emerges when income increases by a larger percentage than food expenditures increase.
Total expenditure shares for food can be used as a welfare indicator because food is an absolute necessity of life (and therefore requires at least some minimal expenditure), and the smaller the proportion of income allocated to food, the larger the remaining portion of income available to be allocated to everything else. [45] In the analysis that follows, total expenditure shares for food and other items are compared across groups and over time to see what they indicate about consumer welfare before, during, and after the recession. For convenience, the shares are MONTHLY LABOR REVIEW computed using ratios of real 2015 dollars, but this is not necessary, as the index adjustment factor "cancels out," yielding the same results as ratios of nominal dollars. [46] 
Shelter and utilities shares
For the middle group, the shelter and utilities expenditures share increased from 2004 through 2007. This is unsurprising because, over that period, housing prices rose faster than the CPI. Accordingly, if all other expenditures remained equal, the share for housing [47] would have to go up because the percent increase for total expenditures (i.e., the sum of housing and nonhousing expenditures) would be smaller than the percent increase for housing expenditures. [48] The expenditures share for the middle group continued to grow through 2010, and was lower every year thereafter, hitting its trough in 2015. The decline was continual, except for a onetime anomaly in 2012-13; the share declined sharply in 2012, and rebounded in 2013, but was still lower in 2013 than in 2011. This pattern indicates that the middle group experienced a decrease in consumer welfare during the recession, but started to recover thereafter.
The shares for both the youngest and oldest groups were similar, rising throughout most of the study period. The shares stabilized for the youngest group immediately after the housing bubble burst, hovering around 28 percent through most of the post-bubble study period, with a jump to 29.9 percent in 2014. For the oldest group, the share declined from 28.7 percent in 2008 to 27.0 percent in 2011, then increased each year thereafter, nearly returning to the 2008 level by 2015 (28.3 percent). Shares for the oldest group were slightly higher than that of the youngest group from 2004 through 2008, and either about the same or less from 2009 to 2015. [49] This suggests that the oldest and youngest groups were more profoundly affected by the recession, and felt the effects for a longer period, than the middle group. (See figure 13 .)
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Apparel and services shares
Remarkably, shares for apparel and services display patterns almost identical to those of expenditure levels for apparel and services. Shares for all three groups were lower in 2015 than they were in 2005, indicating a general improvement in consumer welfare during this period. The countercyclical nature of the change shows that consumer welfare rose and fell with the state of the economy at a more noticeable rate for the youngest group than it did for the oldest. Again, as with levels, the share declined steadily for the middle group.
One interesting difference in levels and shares is that the middle group had the highest expenditure levels in each
year, but its expenditure shares fell between those for the youngest group (highest share each year) and those for oldest group (smallest share each year). (See figure 14 .) The highest level of expenditures may be related to family size, as the middle group had the most members per consumer unit on average in each year. However, the fact that this group's expenditure share was lower than that of the youngest group indicates a higher level of economic welfare for the middle group. U.S. BUREAU OF LABOR STATISTICS 20 For the youngest group, the peak share of 7.6 percent occurred in the first year studied (2004), and then fell sharply over the next 3 years, to 6.4 percent in 2007. Thereafter, shares for this category were volatile, reaching their lowest point, 6.0 percent, in both 2012 and 2014, and rebounding to 6.9 percent in 2013 and 7.2 percent in 2015.
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The 2004-07 period could be interpreted as a harbinger of recession. All three groups saw their shares decline beginning in that period; the decline began in 2004 for the oldest and youngest groups and in 2005 for the middle group. The volatility that occurred after 2007 is more difficult to explain. Notably, the oldest group was the only one whose expenditure shares returned to their highest predecline level, doing so in both 2011 and 2015. This indicates that a continuing recovery process was underway.
Entertainment shares
For the middle group, entertainment expenditure shares were initially stable (5.0 to 5.2 percent) from 2004 to 2006, but rose through 2008, the period when the recession began. (See figure 17 .) Shares then fell each year thereafter until 2013 (4.9 percent), when they once again stabilized (5.2 percent in 2014 and 2015). The pattern for the youngest group was notably different from that of the middle and oldest groups. While shares for the youngest group were slightly lower than those for the middle group each year from 2004 to 2008, the pattern was similar to that of the middle age group. However, the fall in shares after 2008 was much sharper for the youngest group than for the middle group, reflecting a discrete drop rather than a gradual decline. Shares for the youngest group fell from 5.5 percent in 2009 to 4.4 percent in 2010, and remained there through 2011. Thereafter, they exhibited another sharp drop, falling to 4.0 percent in 2012 and remaining close to that level through 2015. The share for the oldest group, 3.8 percent from 2004 through 2006, started much lower than that of the other groups, and peaked a year later than that of the other groups, reaching 5.0 percent in 2009. From 2010 on, shares for the oldest group were nearly the same or higher than shares for the youngest group. On the basis of these figures, the youngest group was hit hardest by the recession. Their entertainment expenditures share fell the most and remained low U.S. BUREAU OF LABOR STATISTICS 23 MONTHLY LABOR REVIEW well into recovery. The oldest consumers fared the best by this measure, as they are the only group whose shares increased over the course of the study period.
Cash contribution shares
The cash contribution expenditure shares in figure 18 show patterns that are strikingly similar to those of cash contribution levels seen in figure 12. In each year of the study period, the oldest group had the largest shares and the youngest group had the smallest shares. As with contribution levels, the expenditure share for the oldest group However, there are some interesting differences to note as well. First, there is no discernable pattern for the middle group. While levels for this group may show a slight procyclical pattern, their shares were stable throughout, ranging from 3.1 to 3.5 percent throughout the study period. Second, the share for the middle group in each year was much closer to that of the youngest group, 1.0 percent to 2.2 percent, than it was to that of the oldest group, 6.0 percent to 10.6 percent. The middle group's expenditure levels, however, were much closer to those of the oldest group, nearly matching them in 2004 and 2005.
As with levels, the maximum share for each group was observed in 2006. Also, as with levels, shares for the youngest group fell from 2006 through 2010, rebounded slightly by 2013, fell again in 2014, then returned in 2015 to about the same levels as were present at the beginning of the study period. This pattern suggests that the youngest group was more sensitive than the middle group to changing economic conditions, allocating funds for cash contributions accordingly. While the oldest group contributed the most in both levels and shares regardless of year or economic conditions, the volatility in their patterns for both levels and shares, especially before 2007, makes the results for the group more difficult to interpret. The unemployment rates for all three age groups considered here (under 25, 25 to 74, and 75 and older) generally moved in the same direction during the years examined. However, the rate for the youngest group was the highest each year, and it also experienced the most pronounced increase during the study period. This indicates that those in the youngest group were hit the hardest by the recession, a conclusion supported by other literature examined.
Conclusion
In terms of real income, the figures for the oldest group were remarkably stable, while members of the middle and youngest groups experienced procyclical changes. However, comparing the latter two, the middle group experienced the slower and smaller decline (10 percent) from its peak, prerecession income in 2007 to its trough, postrecession income in 2013. While this group's income had not recovered fully by 2015, it was still higher than it was in 2004, the first year studied. For the youngest group, income rose 25 percent from 2004 to 2007, before falling 21 percent by 2009, to a value less than that observed for 2004. While the average income for this group was higher in 2015 than it was in 2004, it was still less than the 2007 peak. Between 2009 and 2013, average income for this group remained mostly flat, except for one upward blip in 2012. By these measures, young adults were also hardest hit, while the oldest were little affected by the recession.
A comparison of homeownership and vehicle ownership for the three groups over the study period yielded interesting results. While the middle group showed a steady decline in homeownership rates, the youngest group was clearly more affected by the bubble bursting than the oldest group. Furthermore, vehicle ownership rates declined for the youngest group, but not for the other two groups.
The examination of real consumer expenditures, in both levels and shares, yielded some results that were expected and others that were surprising. For example, real total expenditures for the middle group were procyclical, while their expenditure shares for food at home were countercyclical. Both patterns were expected for this group. However, real entertainment expenditures generally rose for the oldest group. In fact, the oldest group was the only group whose real entertainment expenditures were higher in 2015 than they had been in 2004, a surprising outcome. Also surprising was the similarity of shares allocated to shelter and utilities for the three groups. In all years but 2014, the largest gap across the groups never exceeded 4 percentage points.
Based on real total expenditure patterns, the youngest group fared worse than the oldest group. After having similar levels of real total expenditures at the start of the period studied, in 2008, the first full year of recession, expenditures for the youngest group fell below those of the oldest group, and then remained lower for the rest of the period studied. Similarly, within the framework of Engel's law, the youngest group experienced a decrease in economic welfare between 2004 and 2015, while the middle and oldest groups experienced an increase in welfare over the study period. Specifically, while all age groups experienced an increase in the share of total expenditures allocated to food at home during the recession and a decrease in share after, both the oldest group and the middle group had smaller shares in 2015 than in 2004, while the youngest group saw its share increase over this period, especially during the recession.
Taken together, the unemployment rates, home and vehicle ownership rates, and income and expenditure patterns for the three groups over the study period suggest that the youngest group was the most vulnerable to the recession and its aftermath. As those in this group age and gain work experience, it will be interesting to see whether these effects are lasting or not. 32 Nevertheless, luxury items as defined herein are not defined in accordance with the strict economist's definition. That is, in economics, luxury goods are those for which income elasticity exceeds 1.0. Income elasticity is the percent increase (or decrease) in quantity purchased (or expenditure made, when prices are fixed) in response to a 1-percent increase (or decrease) in income. For example, if a good or service has an income elasticity of 2.5, this means that quantity purchased rises by 2.5 percent when income rises by 1 percent. However, accurate estimates of income elasticity require microdata, and are therefore beyond the scope of this article to compute. For this reason, the formal economic definition of "luxury" is not used in this article, and it is possible that at least some of the luxury categories examined have income elasticities of less than 1.0 for at least some of the age groups under study, or even for the population as a whole.
33 This is, in part, because categories like wages and salaries are expected to be closely related to the unemployment rate. That is, average wage and salary income is expected to decline when unemployment rates increase, which occurs most noticeably for young adults. A different type of analysis would be necessary to obtain meaningful results: that is, what happens to average wage and salary income for those who are actually employed in wage and salary positions? To compute this value from the tabular data, the percent reporting wage and salary income each year for each age group is necessary. However, this figure is not in the online tool on which this analysis is based. Therefore, only a brief overview of income is provided to serve as background for the expenditure analyses to follow.
34 In economics, a person believing himself to be better off because his income rose despite prices having risen by a greater percentage is said to be experiencing "money illusion." The term dates back at least to 1928, when economist Irving Fisher published 35 For example, if a pound of apples costs $1.00 on day 1 and $2.00 on day 2, the price has risen 100.0 percent over this period.
Therefore, a price index with a "base day" of day 1 would equal 100.0 because apples on day 1 cost 100 percent of what they cost on day 1. A price index with a base day of day two would equal 200.0 because apples cost 200 percent of what they cost on day 1. Therefore, an "apple budget" of $3.00 on day 1 is equal to an apple budget of $6.00 on day 2, because it would take $6.00 to purchase the same amount of apples on day 2 as were purchased on day 1. This is calculated by multiplying the day-1 budget ($3.00) by the ratio of the indexes (day 2 to day 1, or 200.0/100.0), to convert the day-1 nominal dollars ($3.00) to day-2 real dollars ($6.00).
Using the formula above, incomes are converted from nominal dollars for the year reported to real dollars for 2015 on the basis of the CPI for All Urban Consumers (CPI-U) for All Items. In 2004, when the CPI-U was 188.9, the average young consumer unit reported $22,840 in income. In 2015, when the CPI-U was 237.017 (as the published precision of the CPI-U increased from one to three decimal places in 2007). Therefore, it would have cost $28,658 in 2015 to purchase the same basket of goods that could be bought for $ 22, 840 37 While the Social Security, private, and government retirement category may seem unusual for the under-25 age group, it is possible for young adults to receive Social Security benefits. Surviving children of Social Security beneficiaries and people who become disabled at a young age qualify for benefits. For more information, see https://www.ssa.gov/planners/survivors/ onyourown4.html.
38 Prior to 2013, student loan debt was included with "other" debt.
39 That is, a nominal expenditure equals price in the current period times quantity purchased in the current period (P1 × Q1). If nominal expenditures in the second period (P2 × Q2) are different from the first period, this could be because of changes to P, Q, or both. However, in the real expenditure, P2 is adjusted by the price index so that the expenditure is equal to P1 x Q2. Therefore, the change in expenditure is because Q2 is different than Q1.
40 Consumer units in the youngest group had between 1.9 and 2.1 members in each of the years examined, while those in the oldest group had 1.5 to 1.6 members in each of the years. When examined for the population as a whole, all consumer units had exactly 2.5 members each year. Because consumer units in the oldest and youngest groups had fewer members than those in the population as a whole each year, it is obvious without performing any further calculation that the middle group must have more than 2.5 members each year, as the smaller numbers for the other groups will deflate the mean. 41 While some may engage in online shopping, this is not a perfect substitute for purchasing in a store where the purchaser can check for size, view the actual color of the garment, etc.
42 These results must be interpreted with caution. The changes are not tested for statistical significance, as the proper test requires microdata to perform. However, standard published tables for the years 2009 through 2011 show that the mean expenditure for apparel and services is more variable for the 75-and-older group than for the population as a whole (which, of course, includes those 75 and older). That is, the coefficient of variation (CV), defined by CE as the ratio of the standard error to the mean for a particular expenditure, is 10 percent in 2009 and 13 to 14 percent in 2010 and 2011 for the 75-and-older group. For all consumer units, the CV is less than 3 percent in 2009 and about 4 percent in 2010 and 2011. Because of the larger CV, changes in the mean for this expenditure for the oldest group are less surprising than they would be if observed for the population as a whole, or for another group with a smaller CV. (Note that the tables show CVs for nominal, not real, expenditures. However, the adjustment factors used herein to convert nominal to real expenditures apply to both the means and the standard errors; therefore, the factor cancels out in the CV computation, as the same factor appears in the numerator and denominator of the CV.)
